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kind of capital refers to the money required to pay for supplies of raw materials handled or stored, to meet operating expenses, and to cope with all unforeseen problems confronting the business, including the storage of such finished goods as may be required to stabilize prices and marketing.
By way of illustration consider the fixed and circulating capital required to operate the grain-marketing company known as the United Grain Growers, Limited, of Canada.1 Its equipment capital in 1919 amounted to $3,207,303, divided into $2,749,700 for elevator buildings, machinery, warehouses and miscellaneous equipment; $387,195 for real estate: and $70,408 for office furniture and equipment. The supply or circulating capital amounted to $4,712,964 exclusive of the amounts borrowed for short periods to finance the handling of the seasonal peak supply of grain. This vast sum of $7,920,267 had been provided in part by the stockholders of the company and in part by outside parties from whom loans were obtained. The significant fact is that this concern needed and was able to secure this large amount of capital. The success for which this group of grain growers has become noted would not have been achieved without it.
An example of a marketing enterprise which has operated with capital very largely provided by outside financing is the Wisconsin Cheese Producers' Federation.2 This organization, which sold approximately 14,000,000 pounds of cheese in 1919 valued at $4,306,599, required equipment capital amounting to $46,948 or 20 per cent of the total capital, and circulating capital of $187,585 equal to 80 per cent of the total. Depending upon the season of the year, this free capital was supplemented by short-time bank loans ranging in amount from $2500 to $256,000 per month. With a capital stock of only $1320 supplemented by a surplus of $37,694
1 United Growers, Limited, Annual Report, IQIQ, pp. 34-35.
2 Financial statement for year ending December 31, 1919.